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February 28, 2008

Crowe Chizek and Company LLC

One Mid America Plaza
Post Office Box 3697
Oak Brook, IL 60522-3697
Ladies and Gentlemen:
We are responsible for the identification of, and compliance with, all aspects of laws
regulations, contracts, or grant agreements that could have a material effect on the operations
of the University. We are responsible for and have established and maintained an effective
system of internal controls over compliance requirements. We have performed an evaluation of

the University's compliance with the following assertions during the year ended June 30, 2007
Based on this evaluation, we assert that during the vear ended June 30, 2007, the University

has materiaily comptied with the assertions below
A. The University has obligated, expended, received, and used public funds of the State in
accordance with the purpose for which such funds have been appropriated or ctherwise

B. The University has obligated, expended, received, and used public funds of the State in

authaorized by law.
accordance with any limitations, restrictions, conditions or mandatory directions imposed
in all material respects, with applicable laws and

by law upen such obligation, expenditure, receipt or use.

C. The University has complied, i

regulations, inciuding the State uniform accounting system, in its financial and fiscal

operaticns.

D. The State revenues and receipts collected by the University are in accordance with
applicable laws and regutations and the accounting and recordkeeping of such revenues
and receipts is fair, accurate and in accerdance with law.

E. Money or negotiable securities or similar assets handled by the University on behalf of
the State or held in trust by the University have been properly and legally administered

Duane Stucky
Senior VP for Financial and Administrative Affairs

and the accounting and recordkeeping relating thereto 1 proper, accurate, and in
[

and Board Treasurer

accordance WIth law,

Carbondale

— Glenn Poshard )
President
Office of the President, Stone Center - Mail Code 6801, 1400 Douglas Drive, Carbondale, Illinois 62901
. Edwardsville . Springfield . Alton . E.5t.Louis
Carbondale, Phone 618/536-3331, Fax: 618/536-3404 Edwardsville, Phone 618/650-2426, Fax: 618/650-3216



The compliance testing performed during this examination was conducted in accordance with

COMPLIANCE REPORT

SUMMARY

Government Auditing Standards and in accordance with the Illinois State Auditing Act.

AUDITORS' REPORTS

The Independent Accountants’ Report on State Compliance and on Internal Control Over
Compliance does not contain scope limitations, disclaimers, or other significant non-standard

language.

SUMMARY OF FINDINGS

Number of

Findings

Repeated findings
Prior recommendations implemented
or not repeated

Details of Federal and State compliance findings are presented in a separately tabbed report
section of this report. Details of Government Auditing Standards findings are issues related to
significant deficiencies and material weakness in internal control over financial reporting. We

Prior
Compliance Financial Compliance
Report Report Report
14 0 5
1 0 1
4 o 2

did not note any Government Auditing Standards findings during our testing,.

Hem No.

07-1
07-2

07-3

074

a7-5

07-6

07-7

SCHEDULE OF FINDINGS AND QUESTIONED CQSTS

Page

Description

FINDINGS AND QUESTIONED COSTS (FEDERAL COMPLIANCE)

12

14

16

18

20

22

24

Inadequate Controls over Spending of Trio
Educational Talent Search Funds

Failure to File Disclosure Statement Required by
OMB Circular A-21

Inadequate Controls fo Ensure Potential Vendors
are not Suspended or Debarred from a Federal
Award or Contract

Inadequate Controls to Ensure Proper Accounting
for Vehicles Purchased with Head Start Program
Funds

Failure to Perform Direct Loan Reconciliations
Failure to Follow Requirements for Perkins Loans
Under Repayment and Default Status

Inadequate Controls Over Loan Reporting



FINDINGS (FEDERAL COMPLIANCE -~ Continued)

07-8 26 Inadequate Controls Over FISAP and SEFA
Reporting
07-9 29 Inaccurate Pell Reporting

FINDINGS (STATE COMPLIANCE])

07-10 31 Time Sheets are Not Maintained in Compliance
with the State Officials and Employees Ethics Act
07-11 33 Failure to Comply with a Provision of the

Southern Illinois University Management Act for
Release of Student Information

07-12 34 Failure to Report Monthly in Accordance with the
Board of Higher Education Act

07-13 36 Inadequate Controls over Property and Equipment

07-14 38 Inadequate Controls over Employees Engaged in

Non-University Related Activity

PRIOR FINDINGS NOT REPEATED (FEDERAL COMPLIANCE)
07-15 40 Written Agreements were not in Place with Off-

campus Organizations Employing Federal Work
Study Students

PRIOR FINDINGS NOT REPEATED (STATE COMPLIANCE]

07-16 4] Failure to Timely Cancel University Cards and
System Data Access Upon Employee Separation

07-17 41 Failure to Follow University Policy for P-Card
Purchases

07-18 41 Failure to Comply with a Provision of the Illinois

Procurement Code for Contracting

EXIT CONFERENCE

The findings and recommendations appearing in this report were discussed with University
personnel at an exit conference on February 7, 2008. Attending were Kim Labonte, OAG Audit
Manager, Jim Pandolfi, Partner, Crowe Chizek and Company LLC, John Wysocki, Executive,
Crowe Chizek and Company LLC, Chris Mower, Executive, Crowe Chizek and Company LLC,
Dave Heth, Director of the Office of Financial Affairs, STUE, Kevin Bame, Executive Director of
Finance, SIUC, Judy Marshall, Director of Accounting Services, SIUC, Karen Stovall,
Controller, SIUE, Elizabeth Collier, Assistant Provost for Financial Affairs, SIU School of
Medicine, Barry Greenberg, Bursar, SIUE, Sherry McRaven, Acting Director of Internal Audit,
SIU and Connie Hess, Assistant Provost, SIU School of Medicine. Responses to the
recommendations were provided by Sherry McRaven in a letter dated February 25, 2008.






We conducted our examination in accordance with attestation standards established by the
American Institute of Certified Public Accountants; the standards applicable to attestation
engagements contained in Government Auditing Standards issued by the Comptroller General of
the United States; the Illinois State Auditing Act (Act); and the Audit Guide as adopted by the
Auditor General pursuant to the Act; and, accordingly, included examining, on a test basis,
evidence about the University's compliance with those requirements listed in the first
paragraph of this report and performing such other procedures as we considered necessary in
the circumstances. We believe that our examination provides a reasonable basis for our
opinion. Our examination does not provide a legal determination on the University's
compliance with specified requirements.

In our opinion, the University complied, in all material respects, with the requirements listed in
the first paragraph of this report during the year ended June 30, 2007. However, the results of
our procedures disclosed instances of noncompliance with those requirements, which are
required to be reported in accordance with criteria established by the Audit Guide, issued by
the Illinois Office of the Auditor General and which are described in the accompanying
schedule of State findings and questioned costs as findings 07-10 through 07-14.

As required by the Audit Guide, immaterial findings relating to instances of noncompliance
excluded from this report have been reported in a separate letter to your office.

Internal Control

The management of the University is responsible for establishing and maintaining effective
internal control over compliance with the requirements listed in the first paragraph of this
report. In planning and performing our examination, we considered the University's internal
control over compliance with the requirements listed in the first paragraph of this report in
order to determine our examination procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with the
Audit Guide, issued by the Illinois Office of the Auditor General but not for the purpose of
expressing an opinion on the effectiveness of the University’s internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the University’s internal
control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses as defined below. However, as
discussed below, we identified certain deficiencies in internal control over compliance that we
consider to be significant deficiencies.

A control deficiency in an entity’s internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with the requirements
listed in the first paragraph of this report on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to
comply with the requirements listed in the first paragraph of this report such that there is more
than a remote likelihood that noncompliance with a requirement that is more than
inconsequential will not be prevented or detected by the entity’s internal control. We consider



the deficiencies in internal control over compliance described in the accompanying schedule of
State findings and questioned costs as findings 07-10 through 07-14 to be significant
deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a requirement listed
in the first paragraph of this report will not be prevented or detected by the entity’s internal
control. We did not consider any of the deficiencies described in the accompanying schedule of
State findings and questioned costs to be material weaknesses.

As required by the Audit Guide, immaterial findings relating to internal control deficiencies
excluded from this report have been reported in a separate letter to your office.

The University’s response to the findings identified in our examination are described in the
accompanying schedule of findings and questioned costs. We did not examine the University’s
response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Governor, the University Board of Trustees,
management and federal awarding agencies and pass-through entities and is not intended to be
and should not be used by anyone other than these specified parties.

j L~
Crowe Chizek and Company C

Qak Brook, Hlinois
February 28, 2008






are described in the accompanying schedule of findings and questioned costs as items 07-1, 07-2, 07-3,
07-4, 07-5, 07-6, 07-7, 07-8, and 07-9.

Internal Control Over Compliance

The management of the University is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants applicable to
federal programs. In planning and performing our audit, we considered the University's internal
control over compliance with requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures for the purpose of expressing our
opinion on compliance but not for the purpose of expressing an opinion on the effectiveness of the
University’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in the entity’s internal control
that might be significant deficiencies or material weaknesses as defined below. However, as discussed
below we identified certain deficiencies in internal control over compliance that we consider to be
significant deficiencies and others that we consider to be material weaknesses.

A control deficiency in an entity’s internal control over compliance exists when the design or operation
of a control does not allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect noncompliance with a type of compliance requirement of a
~ federal program on a timely basis. A significant deficiency is a control deficiency, or combination of
conirol deficiencies, that adversely affects the entity’s ability to administer a federal program such that
there is more than a remote likelihood that noncompliance with a type of compliance requirement of a
federal program that is more than inconsequential will not be prevented or detected by the entity’s
internal control. We consider the deficiencies in internal control over compliance described in the
accompanying schedule of findings and questioned costs as items 07-1, 07-2, 07-3, 074, 07-5, 07-6, 07-7,
07-8, and 07-9 to be significant deficiencies.

A materigl weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of
a federal program will not be prevented or detected by the entity’s internal control. Of the significant
deficiencies in internal control over compliance described in the accompanying schedule of findings
and questioned costs, we consider items 07-1, 07-3, 07-4, and 07-8 to be material weaknesses.

The University’s response to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. We did not audit the University’s response and,
accordingly, we express no opinion on it.

Schedule of Expenditures of Federal Awards

We have audited the basic financial statements of the University as of and for the year ended June 30,
2007, and have issued out report thereon dated February 28, 2008. Our audit was performed for the
purpose of forming an opinion on the University's basic financial statements. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as required
by OMB Circular A-133 and is not a required part of the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements



and, in our opinion, is fairly stated in all material respects, in relation to the basic financial statements
taken as a whole.

This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Governor, University Board of Trustees,
management, and federal awarding agencies and pass-through entities and is not intended to be
and should not be used by anyone other than these specified parties.

671\#-* ]{éﬁé’ “4// Le&
Crowe ChizeKand Company LLC

Oak Brook, Olinois
February 28, 2008
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year ended June 30, 2007

a. Summary of Auditor's Results
Financial Statements
Type of auditors' report issued: unqualified

Internal control over financial reporting:

* Material weakness{es) identified? Yes X No
e Significant deficiencies(s) identified that are not
considered to be material weakness{es)? Yes X None reported
s Noncompliance material to financial statements noted? Yes No
X
Federal Awards

Internal control over major programs:

* Material weakness(es) identified? X Yes No
¢ Significant deficiency(ies) identified that are not
considered to be material weakness{es)? X Yes None reported

Type of auditors’ report issued on compliance for major programs: ungualified

Any audit findings disclosed that are required to be
reported in accordance with section 510{a} of Circular A-

1337 X Yes No
Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
Various Student Financial Aid Cluster
Various Research & Development Cluster
93.600 Head Start

Various Trio Cluster

Dollar threshold used to distinguish between type A and
type B programs: $2,234,218
Auditee qualified as low-risk auditee? Yes X No

b. Findings Related to the Financial Statements that are Required to be Reported in
Accordance with Government Auditing Standards - None

c. Findings and Questioned Costs for Federal Awards ~ See page 12 -30

Status of Prior Year Findings - See page 40

11



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL
Year Ended June 30, 2007

07-1  (Inadequate Controls over Spending of Tric Educational Talent Search Funds})

Federat Agency: U.S. Department of Education
CFDA Number: 84.044
Program Name: TRIO Educational Talent Search

Questioned Costs: Unknown

The University did not have adequate controls over expenditures of Trio Educational Talent Search
funds.

During our testing, we noted the Edwardsville campus purchased gift cards for various
restaurants and entertainment establishments using Trio Talent Search funds. Insufficient
documentation was maintained to substantiate that the meals for which the gift cards were
purchased were incidental for program activities, and thus an allowable activity of the program.
In addition, the gift cards represented an estimate of the cost of the meals rather than the actual
costs, which were not known at the time of procurement of the gift cards.

We noted no similar instances at the Carbondale campus.

OMB Circular A-21 requires direct costs of a program to represent charges for actual and not
budgeted costs. The Circular also indicates that charges for meals are not allowable unless
incurred as incidental costs for program activities. Finally, the Circular states that the costs
charged to a program must be reasonable.

University management indicated that the cause of this situation is currently under review,

Purchases of gift cards with TRIO funds and other unsupported expenditures resulted in
noncompliance with federal requirements and questioned costs, the dollar amount of which
cannot be estimated at this time. (Finding Code No. 07-1)

RECOMMENDATION:

We recommend the University implement controls to ensure federal funds are spent in accordance
with federal requirements. We further recommend the University ensure policies and procedures
are in place for the use of federal funds, including purchases for only allowable, direct and actual
costs and that sufficient documentation be maintained to support allowable expenditures from
federal funds.

UNIVERSITY RESPONSE:

Accepted

12



UNIVERSITY CORRECTIVE ACTION PLAN:
Name of Contact Person:

Nancy Ufert

Corrective Action Plan;

The purchase of gift cards has been banned per directive from the Director of Purchasing on
October 8, 2007.

Anticipated Completion Date:

October 8, 2007

13



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL
Year Ended June 30, 2007

072 (Failure to File Disclosure Statement Required by OMB Circular A-21)

Federal Agency: U.S. Department of Health and Human Services
CFDA Number: Various
Program Name: Various Direct and Pass-Through Programs

Questioned Costs: None noted
The University did not file a Disclosure Statement (DS-2) as required by OMB Circular A-21.

The Carbondale campus received approximately $26.3 million in aggregate sponsored agreements
during the fiscal year ended June 30, 2007, when both direct and pass through funding is
considered. As a result, the University was required to file a DS-2 form disclosing its cost
accounting practices, but failed to do so. The Edwardsville campus did not receive aggregate
sponsored agreements totaling $25 million during the year and therefore was not required to file
the DS-2 form. -

OMB Circular A-21 states “Educational institutions that received aggregate sponsored
agreements totaling $25 million or more subject to this Circular during their most recently
completed fiscal year shall disclose their cost accounting practices by filing a Disclosure
Statement (DS-2)..” . Based on inquiries of the U.S. Department of Health and Human Services
(the cognizant agency for this purpose), both direct and pass through funding should be
considered in determining whether the University is subject to the filing requirements.

University management indicated a DS-2 was not filed because management did not believe the
University met the filing requirements. University personnel believed the $25 million threshold
included only direct funding and not pass through funding,

The University failed to comply with a requirement of OMB Circular A-21, resulting in the
cognizant agency not receiving information on the University's cost accounting practices.
(Finding Code No. 07-2)

RECOMMENDATION:

We recommend the University accumulate and prepare the required DS-2 form to ensure
compliance with federal filing requirements.

UNIVERSITY RESPONSE:

Accepted

14



UNIVERSITY CORRECTIVE ACTION PLAN:

Name of Contact Person:

John Koropchak, Vice Chancellor for Research and Graduate Dean
Corrective Action Plan:

The University will prepare and submit the required DS-2 form to ensure compliance with
federal requirements.

Anticipated Completion Date:

Preparation of the form will begin spring 2008; the completed form must then be negotiated
with the University’s cognizant agency.

15



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL
Year Ended June 30, 2007

07-3 (Inadequate Controls to Ensure Potential Vendors are not Suspended or Debarred
from a Federal Award or Contract)

Federal Agency: Various
CFDA Number: Various
Program Name: Various

Questioned Costs: None noted

The University did not have adequate controls in place to ensure that vendors to which it
disburses federal funds have not been suspended or debarred.

When procuring goods or services with federal funds, the Carbondale and Edwardsville campus’
did not verify vendors were not suspended or debarred by:

* ceither checking the Excluded Parties List System (EPLS) maintained by the General
Service Administration, or

* obtaining a certification from the vendor stating that they had not been suspended or
debarred.

However, we did not note any instances in which the University paid federal funds to a suspended
or debarred vendor.

OMB Circular A-110__.13 states “Federal awarding agencies and recipients shall comply with the
nonprocurement debarment and suspension common rule implementing Executive Orders
12549 and 12689, 'Debarment and Suspension.” This common rule restricts subawards and
contracts with certain parties that are debarred, suspended or otherwise excluded from or
ineligible for participation in Federal assistance programs or activities.”

University management stated that they were not aware of this requirement as it applies to
procurement activity. They believed that it only applied to subcontracts for which they were
complying.

Without sufficient controls in place, the University may unknowingly contract with parties who
have been debarred or suspended in violation of federal law. (Finding Code No. (7-3)

RECOMMENDATION:

We recommend that controls be put in place to ensure compliance with the suspension and
debarment requirements. These controls may include, but may not be limited to, training
purchasing department personnel in the use of the EPLS, developing a system application to
compare the vendor database with the EPLS, or requiring vendors to certify that they have not
been suspended or debarred.

16



UNIVERSITY RESPONSE:

Accepted

UNIVERSITY CORRECTIVE ACTION PLAN:

Name of Contact Person:

Nancy Ufert for SIUE, Debbie Abell for SIUC, Karen Torricelli for SoM

Corrective Action Plan:

The Purchasing Departments will require vendors to certify that they have not been suspended
or debarred by adding language to the Contract Certification document upon approval by Legal
Counsel.

Anticipated Completion Date:

Spring 2008
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STATE OF ILLINOQIS
SOUTHERN ILLINQOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL
Year Ended June 30, 2007

07-4  (Inadequate Controls to Ensure Proper Accounting for Vehicles Purchased with Head

Start Program Funds)
Federal Agency: U.S. Department of Health and Human Services
CFDA Number: 93.600
Program Name: Head Start

Questioned Costs: None noted

The University did not properly account for the acquisition of vehicles for the Head Start
Program.

During our examination, we noted the following problems with the acquisition of vehicles at
the Edwardsville campus:

* The cost of acquiring five vehicles (three 2004 Taurus’transferred from the University’s
existing assets and two 2007 Dodge Grand Caravan’s purchased new for the program)
by the Head Start Program, totaling $64,007 was incorrectly recorded as Transportation
Expense rather than Equipment.

¢ As a result of the miscoding noted above, the vehicles were omitted from the list of
federally funded equipment provided to the auditors.

No similar instances were noted in our testing at the Carbondale campus.

OMB Circular A-110 Section _.34 requires that equipment records be accurately maintained and
include the source of the equipment including the award number and information from which
one can calculate the percentage of Federal participation in the cost of the equipment.

University management indicated that the transfer of vehicles between units happens
infrequently. Further, the transferring unit used an incorrect transfer form which resulted in an
incorrect object code being assigned to the vehicles.

The improper coding of the vehicle purchases resulted in the inability of the University to track
equipment purchased with federal funds in accordance with federal regulations. Furthermore,
improper coding could result in inaccurate reporting of grant expenditures. (Finding Code No.
07-4)

RECOMMENDATION:

We recomunend the University strengthen controls for the recording of vehicle purchases and
transfers related to the Head Start Program.

18



UNIVERSITY RESPONSE:

Accepted

UNIVERSITY CORRECTIVE ACTION PLAN:

Name of Contact Person:

Jo Barnes

Corrective Action Plan:

Campus Administrators are in the process of reviewing the current process of purchasing
vehicles with Grants funds. In the interim, we have prohibited the purchase of vehicles with
Grant funds. Strengthened controls will be in place by the end of the current fiscal year.

Anticipated Completion Date:

June 30, 2008
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL
Year Ended June 30, 2007

07-5  (Failure to Perform Direct Loan Reconciliations)

Federal Agency: Department of Education
Program Name: Federal Direct Loan Program
CFDA #: 84.268

Questioned Costs: None

A reconciliation of direct loans with the Direct Loan School Account Statement {DLSAS) was not
performed by the University on a monthly basis.

The Edwardsville Campus is using the 30-Day Warning Report as its monthly reconciliation
with DLSAS.,

Per the Direct Loan School Guide, the University is required to reconcile the information on the
DLSAS data report to its internal records on a monthly basis. The Department of Education
defines the reconciliation as the process by which the Direct Loan cash balance reported by the
Loan Origination Center (LOC) is reviewed and compared with the University’s internal
records on a monthly basis by the school. The 30-Day Warning Report is a tool that may be used
to reconcile Direct Loan information from the University’s Direct Loan System and the
University’s business office to the Loan Detail section only of the DLSAS, It is not a tool that
may be used to reconcile the Cash Summary and/or Cash Detail sections of the DLSAS. This
finding was not noted at the Carbondale Campus.

Based on discussion, University personnel responded that the Office of Student Financial Aid
had staffing to reconcile annually but not monthly.

Failure to perform reconciliations of direct loans on a monthly basis may result in unreconciled
balances not being timely investigated for proper disposition. (Finding Code No. 07-05)

RECOMMENDATION:
We recommend that the University complete the direct loan reconciliation on a monthly basis.
UNIVERSITY RESPONSE:

Accepted

20



UNIVERSITY CORRECTIVE ACTION PLAN:
Name of Contact Person:

Sharon Berry

Corrective Action Plan:

The department is in the process of hiring a staff member, which will allow time for other staff
to complete monthly reconciliations of the DLSAS data report.

Anticipated Completion Date:

June 306, 2008
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL
Year Ended June 30, 2007

07-6  (Failure to Follow Requirements for Perkins Loans Under Repayment and Default

Status)
Federal Agency: Department of Education
Program Name: Federal Perkins Loan Program
CFDA #: 84.038

Questioned Costs: None
The University did not contact students in the repayment status in the required timeframe.

During our review of the files of students under repayment and default status for the Perkins
Loan Program at the Edwardsville Campus we noted the following items:

* 20f 30 (7%), 2 of 30 (7%) and 1 of 30 (3%) students under repayment status were not
contacted during the 90-day grace period, the 150-day grace period and the 240-day
grace period, respectively.

The Code of Federal Regulations (34 CFR 674.42(c)) requires the University to contact the
borrower during the initial and post deferment grace periods. The Code requires the University
to contact the borrower at 90, 150, and 240 days after the commencement of any grace period.

* 1 of 10 (10%) students under default status was not notified during the required
timeframes.

The Code of Federal Regulations (34 CFR 674.43 (b) and (c)) requires the University to send a
first overdue notice within 15 days after the due date for a payment if the University has not
received (i) A payment: (i) A request for deferment; or (jii) A request for postponement or for
cancellation. If the borrower does not satisfactorily respond to the first overdue notice, the
University shall continue to contact the borrower, as described in the Code, until the borrower
makes satisfactory repayment arrangements or demonstrates entitlement to deferment,
postponement, or cancellation.

University management indicated that there was a misunderstanding in determining the
effective date for the start of the initial grace period when students enroll in future terms and

subsequently withdraw without attending.

The University may not be collecting all of the funds that it could if the procedures outlined by the
Code of Federal Regulations are not followed. (Finding Code No. 07-06)
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RECOMMENDATION:

We recommend the University establish a policy to keep a record of contact with borrowers
during the grace period. Although the Code of Federal Regulation does not specify the method
of documentation, it is the responsibility of the University to provide proof of compliance.
UNIVERSITY RESPONSE:

Accepted

UNIVERSITY CORRECTIVE ACTION PLAN:

Name of Contact Person:

Cathy Foland

Corrective Action Plan:

Improve communication with our processor concerning the starting date of the initial grace
period.

Anticipated Completion Date:

February 1, 2008



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL
Year Ended June 30, 2007

07-7  (Inadequate Controls Over Loan Reporting)

Federal Agency: Department of Education
Program Name: Federal Direct Loan Program
CFDA #: 84.268

Questioned Costs: None

The University did not ensure timely and accurate reporting of information to the National
Student Clearinghouse (NSC) for the Direct Loan Program.

During our review of the student status changes reported to the National Student Loan Data
System (NSLDS) by the Carbondale Campus, 15 of 66 (23%) students tested that were labeled as
withdrawn or graduated per University records did not agree with NSLDS records. We noted
that the University reports student status changes to the NSC, after which the NSC submits the
information to NSLDS.

The NSLDS enrollment reporting guide requires the University to report enroHment
information to NSLDS whenever the student’s attendance pattern changes. These changes
include reduction or increases in the attendance levels, withdrawals, graduation, or approved
leaves-of-absence. It is the school’s responsibility, as a participant of Title IV aid programs, to
monitor and report these changes to NSLDS on the next available submission after being alerted
to the changes.

According to University officials, three of the exceptions resulted from an error in reporting
students as graduated and the remaining exceptions were a result of late notification of the
Registrar’s Office of withdrawals and the resulting backdating of withdrawal dates.

A student’s enrollment status determines eligibility for Title IV funds, in-school status,
deferment, grace periods, repayments and the government’s payment of interest subsidies.

Providing accurate information to NSLDS is critical for effective administration of the Title IV
- student loan programs. (Finding Code No. 07-7)

RECOMMENDATION:

We recommend the University enhance both electronic and manual procedures to monitor
enrollment changes to ensure that NSLDS reporting complies with Federal regulations.
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UNIVERSITY RESPONSE:

Accepted

UNIVERSITY CORRECTIVE ACTION PLAN:

Name of Contact Person:

Victoria Valle, Assistant Vice Chancellor

Corrective Action Plan:

University academic Deans have been notified by the Assistant Vice Chancellor, in the presence
of the Provost and Vice Chancellor, that backdated withdrawals should be approved only in
rare instances where documented unusual circumstances warrant such action. Reducing the

number of backdated withdrawals will reduce the occurrence of late submissions to NSC.

In addition, backdated withdrawals will require the Provost and Vice Chancellor’s approval
prior to any changes

Anticipated Completion Date;

Immediate
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY

FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL

Year Ended June 30, 2007

07-8  {Inadequate Controls Over FISAP and SEFA Reporting)

Federal Agency:
Program Name:

CFDA #:

Pederal Agency:
Program Name:

CFDA #:

Federal Agency:
Program Name:

CFDA #:

Federal Agency:
Program Name:

CFDA #:

Federal Agency:
Program Name:

CFDA #:

Federal Agency:
Program Name:

CFDA #:

Federal Agency:
Program Name:

CFDA #:

Questioned Costs:

Department of Education
Federal Work Study Program
84.003

Department of Education
Federal Supplemental Education Opportunity Grant
84.007

Department of Education
Federal Perkins Loan Program
84.038

Department of Education
Federal Pell Grant Program
84.063

Department of Education
Federal Direct Loan Program
84.268

Department of Education
Academic Competitiveness Grant
84.375

Department of Education
National Science and Mathematics Access to Retain Talent Grant
84.376

None

The University did not have adequate controls in place over the Fiscal Operations Report and
Application to Participate (FISAP) and the Schedule of Federal Expenditures {SEFA).

During our review of the FISAP and the SEFA reports at the Edwardsville Campus, we noted the

following:

+ There was no supervisory review performed on the FISAP report to ensure
completeness and accuracy. The FISAP is prepared by the Director of Student
Financial Aid and no independent review is performed on the report prior to
submission to the U.S. Department of Education. During testing of the FY 2007
FISAP, we noted the following items to have been erroneously entered:
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- Total number of borrowers not in repayment status was 297. 180 was reported on
the FISAP.

- Nonfederal share of Federal Supplemental Education Opportunity Grant (FSEOG)
was erroneously entered under cash outlay contributed instead of other designated
TESoUrces.

- On the funds spent on Federal Work Study (FWS) federal share, the federal share
paid was reported as $169,930 instead of $156,342 as indicated in the support.
The error resulted in incorrect expended and unexpended FWS authorization
amounts.

These items were subsequently corrected by the Director of Student Financial Aid upon
notification.

+ Two {2) new federal student grants from the Department of Education were not
included in the FY2007 SEFA. The Academic Competitiveness Grant {CFDA# 84.375)
with expenditures of $173,677 and the National Science and Mathematics Access to
Retain Talent (SMART) Grant (CFDA#84.376) with expenditures of $144,000 were
new grants received by the University during the Award Year 2006-2007.

No similar exceptions were noted at the Carbondale Campus.

Gircular A-133 § 310 requires the University to prepare a schedule of expenditures of federal
awards that includes total Federal awards expended for each individual Federal program. Proper
internal controls dictate the review of reports including the FISAP and SEFA for accuracy by
someone other than the preparer.

University management indicated that the issues related to FISAP reporting were due to clerical
error. Further, the SEFA issues were attributed to miscommunication between University
departments.

Information contained in both FISAP and SEFA reports are relied upon by federal agencies in
determining future funding for and compliance with federal regulations by the University.
Incomplete and inaccurate reports cannot be relied upon. (Finding Code No. 07-8)
RECOMMENDATION:

We recommend that the reports be properly reviewed to ensure their completeness and
accuracy.

UNIVERSITY RESPONSE:

Accepted
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UNIVERSITY CORRECTIVE ACTION PLAN:
Name of Contact Person:

Sharon Berry

Corrective Action Plan:

FISAP and SEFA reports will be submitted to the SIUE Office of Research and Projects for
review before filing.

Anticipated Completion Date:

The next submission deadline, September 30, 2008



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL
Year Ended June 30, 2007

07-9  (Inaccurate Pell Reporting)

Federal Agency: Department of Education
Program Name: Federal Pell Grant Program
CFDA #: 84.063

Questioned Costs: None
The University did not correctly report Cost of Attendance data for Pell recipients.

During our testing of Pell Payment Data Origination records at the Edwardsville Campus, we
noted that the Cost of Attendance information in University records for 28 out of 28 (100%) Pell
recipients did not agree with the Cost of Attendance reported on the Common Origination and
Disbursement (COD) as indicated on the COD website.

We did not note any similar instances at the Carbondale Campus.

The March 2007 OMB A-133 Compliance Supplement requires that schools participating in the
US. Department of Education’s (Department) Pell Grant program submit Pell payment
origination and disbursements records to the Department through COD. The 2006-2007 COD
Technical Reference identifies Cost of Attendance as a required origination data record element.
In addition, the 2006-2007 Federal Student Aid (FSA) Handbook states that “The cost of
attendance used for Pell Grants is always the full-year costs for a full-time student.” It further
states that “The types of costs included in the Pell budget are the same as those for the other
FSA programs; however, Pell costs are always based on the costs for a full-time student for a
fuli academic year.”

According to University officials, the Cost of Attendance being reported to COD consisted of
tuition and fees, room and board, and books and supplies but did not include transportation and
personal expenses. Management was not aware that these costs needed to be included.

COD provides for a single record of payment origination and disbursement for Pell and Direct

Loan programs. Information stored on COD is relied upon by the Department, schools and
vendors in disbursing and reconciling funds. (Finding Code No. 07-9)

RECOMMENDATION:

We recommend that the University ensure the accuracy of Pell Payment Data reported to COD.
UNIVERSITY RESPONSE:

Accepted
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UNIVERSITY CORRECTIVE ACTION PLAN:

Name of Contact Person:

Sharon Berry

Corrective Action Plan:

Revise Cost of Attendance information in Pell Payment Data reports submitted to COD.

Anticipated Completion Date:

February 1, 2008

30



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - STATE
Year Ended June 30, 2007

07-10 (Time Sheets are Not Maintained in Compliance with the State Officials and
Employees Ethics Act)

The University does not have a policy that requires all employees to periodically submit time
sheets documenting the time spent each day on official University business to the nearest
quarter hour as required by the State Officials and Employees Ethics Act {Act).

The Act required the Illinois Board of Higher Education (IBHE), with respect to State employees
of public universities, to adopt and implement personnel policies. The IBHE adopted personnel
policies for public universities on February 1, 2004, in accordance with the Act. However, the
University has not incorporated IBHE policies into the University's policies.

We noted that the University's salaried employees did not maintain timesheets in compliance
with the Act. Employees’ vacation and sick leave is tracked monthly using reports which are
filled out by each department's Fiscal Agent. The process is effectively a "negative” timekeeping
system whereby the employee is assumed to be working unless noted otherwise. No time
sheets documenting the time spent each day on official State business to the nearest quarter
hour are maintained for the majority of the University's employees. The employees
documenting time to the nearest quarter hour were only Civil Service bi-weekly paid
employees and student employees, who record their time on time sheets.

The Act (5 ILCS 430/5-5(c)) states, "The policies shall require State employees to periodically
submit fime sheets documenting the time spent each day on official State business to the nearest
quarter hour,”

According to University personnel a plan for the policy change was developed in April 2007 for
all employees except faculty to periodically submit time sheets documenting the time spent
each day on official University business to the nearest quarter hour with a target date of
implementation on July 1, 2007; however, at this time full implementation is not expected until
fiscal year 2008,

Failure to require appropriate time sheets from its employees conshtutes noncompliance with
State law. {Finding Code No. §7-10, 06-4, 05-1)

RECOMMENDATION:

We recommend the University amend its policies to require all employees to submit time sheets
in compliance with the Act.
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UNIVERSITY RESPONSE:

Prior to July 1, 2007, the University relied on the advice given by the Office of Executive
Inspector General ("OEIG") in FY 04 related to the mterpretation of Section 5-5 of the State
Officials and Employees Ethics Act {“Act”). Specifically, the OEIG through its then Executive
Inspector General stated that the negative time keeping procedure utilized by the University
complied with the time keeping requirements of Section 5-5 of the Act. The University believed
that it could reasonably rely on the interpretation and advice of the entity responsible for
enforcement of the Act.

Notwithstanding this advice, and given recent findings and recommendations of the Hinois
Auditor General, Southern Hlinois University began requiring administrative/ professional and
exempt civil service employees to submit time sheets documenting the time spent each day on
official State business to the nearest quarter hour. This requirement has been in place since July
2007. All employees who are classified as Administrative/Professional or exempt civil service
employees, including the President and Chancellors and their administrative officials and staff
are maintaining the required time sheets, At this time, the University has not required faculty
to maintain such time sheets. Further non-exempt civil service and other employees maintained
time sheets prior to the adoption of the Act because they are paid on an “hourly” basis.

The University is exploring the legal and institutional implications of expanding this new
procedure to the faculty and it is expected that a final decision will be made in FY 08.

32



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES ~ STATE
Year Ended June 30, 2007

07-11 (Failure to Comply with a Provision of the Scuthern Illinois University Management
Act for Release of Student Information)

The University violated the Southern Illinois University Management Act (Act} upon the release of
certain student information to a financial institution.

In August 2006, a financial institution made a request for the names and addresses of all students
registered for the fall 2006 semester at the Carbondale campus under the Freedom of Information
Act. Al registered student’s names, addresses and class, including students under 21 years of age,
were provided to the financial institution in violation of the Southern Illinois Management Act.

The Act (110 ILCS 520/16) states “University may not provide a student's name, address,
telephone number, social security number, e-mail address, or other personal identifying
information to a business organization or financial institution that issues credit or debit cards,
unless the student is 21 years of age or older. ”

Management stated that it was their belief that the information was required to be released based
on its interpretation of the provisions of the Freedom of Information Act. However, the Freedom
of Information Act (5 ILCS 140/7 (1)(a)) exempts from disclosure information specifically
prohibited from disclosure by Federal or State law.

Release of information for students less than 21 years of age constitutes noncompliance with State
law. (Finding Code No. 07-11)

RECOMMENDATION:

We recommend the University establish controls in order to ensure that student information
outlined in the Act is not released.

UNIVERSITY RESPONSE:

Implemented
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - STATE
Year Ended June 30, 2007

07-12 (Failure to Report Monthly in Accordance with the Board of Higher Education Act)
The University did not report monthly as required by the Board of Higher Education Act (Act).

The Carbondale campus did not submit the required reports to the Department of Human Rights
and the Attorney General for 4 adjudicated cases in which there was a finding of racial, ethnic or
religious intimidation or harassment. We noted no instances of these required reports not being
submitted for the Edwardsville campus.

The Act (110 ILCS 205/9.21) requires the University to report monthly to the Department of
Human Rights and the Attorney General on each adjudicated case in which a finding of radial,
ethnic or religious intimidation or sexual harassment is made in a grievance, affirmative action or
other proceeding established by the University to investigate and determine allegations of racial,
ethnic or religious intimidation and sexual harassment.

Management stated that the failure to file the required reports was due to oversight.

Failure to report monthly to the Department of Human Rights and the Attorney General
constitutes noncompliance with State law. (Finding Code No. 07-12)

RECOMMENDATION:
We recommend the University establish controls to ensure reports are filed as required by the Act.
UNIVERSITY RESPONSE:

The Board of Higher Education Act, 110 ILCS 205/ et seq., requires the Iltinois Board of Higher
Education ("IBHE") to monitor, budget, evaluate, and report to the General Assembly programs
to improve human relations. As part of that statute, the IBHE is also required to take other
actions, such as requiring each public institution of higher education to report monthly to the
Illinois Department of Human Rights ("IDHR”) and the Attorney General on each adjudicated
case in which a finding of “racial, ethnic, or religious intimidation or sexual harassment made in
a grievance, affirmative action, or other proceeding established by that Institution to investigate
and determine allegations of racial, ethnic or religious intimidation and sexual harassment.” See
110 ILCS 205/9.21.

The statute does not place any requirements on institutions of higher education rather the IBHE
is charged with monitoring, budgeting and evaluating human relations programs. IBHE has not
imposed a monthly reporting requirement but does have various mechanisms to monitor,
budget and evaluate institutions of higher education. The University maintains a record of
adjudicated matters of the type contemplated by the Act, and subject to confidentiality,
privilege, and related limitations, is willing to provide this information.
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Moreover, IDHR has not promulgated any rules or regulations requiring submission of
materials and provided no guidance regarding the implementation of this provision or
concerning the definition of critical terms such as “adjudicated cases”. Furthermore, no
requests for monthly reporting have been made by either the Attorney General, IBHE, or IDHR.
Therefore, an audit finding against the University for failing to report in accordance with the
Board of Higher Education Act is inappropriate.

Finatly, the Illinois Freedom of Information Act {(“FOIA”)} provides each citizen with the right to
submit inquiries related to public documents. The University has established procedures to
comply with FOIA and would provide any information which is not exempt from disclosure
pursuant to the FOIA upon receipt of an appropriate request.

AUDITOR’S COMMENT;

The intent of this provision of the Board of Higher Education Act is to require each public
institution of higher education to report monthly to the Illinois Department of Human Rights
and the Attorney General on each adjudicated case as described in the Act. Furthermore, this
intention was commumicated in the Board’s Report to the Governor and General Assembly on
Underrepresented Groups in Public Institutions of Higher Education in Illinois dated January 5,
1993. It is our understanding that this report is included on the Board’s agenda, which was
distributed to each public institution of higher education, including Southern Illinois
University. The Board of Higher Education considers this report to be sufficient instruction to
each public institution of higher education regarding the reporting requirements. Further, it is
our understanding that SIU Edwardsville has reported such cases monthly to the Department of
Human Rights in the past. We continue to recommend the University report as required by the
law and if necessary, seek guidance from the Board of Higher Education on the reporting
requirement.

35



STATE OF ILLINQIS
SOUTHERN ILLINQIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - STATE
Year Ended June 38, 2007

07-13 (Inadequate Controls over Property and Equipment)

The University did not maintain adequate controls over property and equipment.

During our testing of property and equipment purchased or received in a prior year at the
Edwardsville campus, we noted the following:

* Two (2) of 25 (8%) items tested could not be located, including a laptop computer

purchased in fiscal year 2003 and a graphic tablet purchased in fiscal year 1991. This
resulted in an overstatement on the property records in the amount of $4,382.

One (1) of 25 (4%) items had been traded and not removed from inventory records. The
item traded was a copier purchased in fiscal year 2000 at an original acquisition cost of
$24,999, but with no current book value. This resulted in an overstatement on the
property records of $24,999.

One (1) of 25 (4%) items tested had been carmibalized for parts and notification was not
filed with the Department of Central Management Services {DCMS). The item was a PC
purchased for $2,103 in fiscal year 1995. This resulted in an overstatement on the
property records in the amount of $2,103.

During our testing of property and equipment purchased or received in the current fiscal year
at the Edwardsville campus, we noted the following;

»

Two (2) of 25 (8%) items tested reported an inaccurate inventory value on the fixed asset
listing. A donated item, valued at $4,600 was recorded at $4,650 and an item purchased
for $8,725 was recorded at $8,475, which excluded shipping and handling of $250,
resulting in a net understatement of property records of $200.

During our testing of surplus assets at the Carbondale campus, we noted the following:

One (1) of seven (7) (14%) items tested from the Surplus Warehouse was determined to
be a scrap item. This asset still appeared on the property records, resulting in an
overstatement on the property records in the amount of $1,499.

Ten (10) of 15 {(67%) items tested from the list of surplus properties were found to have
been transferred to DCMS. These assets were not removed from the property records,
resulting in an overstatement on the property records in the amount of $15,814.

Three (3) of 3 (100%) items tested from the list of surplus properties transferred to
DCMS were not deleted from the property records within 30 days from the date of the
transfer, but were ultimately removed and did not result in an error to the property
records at June 30, 2007.
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The State Property Control Act (30 ILCS 605/4 and 6.02) requires the University to be
accountable for the supervision, control and inventory of all property under its jurisdiction. In
addition, the Statewide Accounting Management System (Procedure 29.10.10) requires the
University to maintain detailed records of equipment and property and report all deletions to
DCMS.

llinois Administrative Code Title 44, Section 5010.400 requires agencies to adjust their property
records within 30 days of acquisition, change or deletion of equipment items.

The Edwardsville campus attributed the inaccurate property control records to human error.

The Carbondale campus indicated that property records were not updated due to
miscommunication between the employees who determined the scrap items and initiated the
transfers to DCMS and the employee responsible for maintenance of the fixed asset records. As
a result of the audit finding, University management requested the Internal Audit Department
to perform a special review of surplus property inventory. In an advisory memorandum issued
to report on their special review, the Internal Audit Department noted numerous errors and
omissions throughout the surplus property inventory process.

Lack of adequate controls over property and equipment could lead to the loss of assets,
inaccurate reporting to the Office of the Comptroller and to DCMS, and errors in financial
reporting. The noted errors resulted in a $48,597 overstatement to the property control records.
{Finding Code No. 07-13)

RECOMMENDATION:

We recommend the University remind fiscal officers and employees of the importance of
accurate recordkeeping to ensure property and equipment records are properly maintained,
required reports are accurately filed, and all statutory requirements are met. In addition, we
support the Internal Audit Department’s recommendation that the University review its
surplus property inventory process and establish and strengthen its controls in this area.

UNIVERSITY RESPONSE:

Accepted
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - STATE
Year Ended June 30, 2007

07-14 (Inadequate Controls over Employees Engaged in Non-University Related Activity)

The University did not have adequate controls to ensure employees engaged in non-University
related activities complied with University policies and the University Faculty Research and
Consulting Act (Act).

The Carbondale campus, in accordance with its policies and procedures, allows its faculty, and
by extension, its employees to engage in non-University professional activities for reasonable
periods of time and personal remuneration. Such activities, whether public or private, when
they complement or enhance the professional, job-related skills of the employee or constitute
public service, are seen to promote the objectives of the University. However, these policies and
procedures are inconsistent with the Act.

During our testing of the policies, we noted the following:

» Twenty-six (26} of 33 (79%) faculty tested did not receive approval from the President or
his designee prior to the performance of outside research or consulting services.

* University policy does not require prior approval if income is anticipated to be below
$1,000 which is in conflict with the mandate.

* Thirteen (13} of 33 (39%) faculty tested had not filed an Annual Report of Approved
Non-University Activities and Financial Interest as required by University policies.

The Carbondale campus policies and procedures state a full-time employee plarning to engage
in any non-university professional activities that will produce non-university income are
required to complete and submit through appropriate administrative channels the Annual
Disclosure Report of Proposed Non-University Activities and Financial Interests form seeking
approval for such activity and explaining the nature of the proposed activity. This form has the
following hierarchy of approval:

¢+ Income is less than $1000 - no approval is required.

* Income is more than $1000 but less than $5000 - requires approval from Unit head,
director or chairperson.

+ Income is more than $5000 - requires approval from Dean and/or Director and
Provost/ Vice-Chancellor,

The Carbondale campus policies and procedures further state a full-time employee should
complete and submit the Annual Disclosure of Approved Non-University Activities and

Financial Interest for the actual time spent on outside research and consulting services.

However, the Act (110 ILCS 100/1) requires that no full time member of the faculty of any
State-supported institution of higher learning may undertake, contract for or accept anything of
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value in return for research or consulting services from any person other than that institution on
whose faculty he serves unless (a) he has the prior written approval of the President, or such
designee, to perform the outside research or consulting services, such request to contain an
estimate of the amount of time which will be involved, and (b} he submits to the President of
that institution, or such designee, annually, a statement of the actual time he has spent on such
outside research and consulting services.

University management indicated the policy was developed based on Federal guidelines rather
than State law. In addition, the University’s decentralized oversight over compliance with the

policies resulted in instances of noncompliance.

Failure to establish and implement adequate controls over non-University related employee
activities resulted in noncompliance with State statute. (Finding Code No. 07-14)

RECOMMENDATION:

We recommend the University revise its policies and procedures to strengthen its controls and to
ensure compliance with the mandated requirements. We further recommend the University
reiterate to employees the importance of filing reporis as required by State law and University
policies.

UNIVERSITY RESPONSE:

Accepted
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STATE OF ILLINQIS
SOUTHERN ILLINOQOIS UNIVERSITY
PRIOR FINDINGS NOT REPEATED (FEDERAL)
Year Ended June 30, 2007

07-15 During the prior period, the University failed to comply with federal regulations for
employing Federal Work Study students as tutors with an off-campus organization.
Written agreements had not been executed between the University and off-campus
organizations employing Carbondale campus Federal Work Study students as tutors for
the American Reads Program. (Finding Code No. 06-1)

During the current examination period, we noted the University executed written
agreements with each school district employing Federal Work Study students. Each
agreement is 2 Memorandum of Understanding which covers job description, number of
tutors to be employed, rate of pay, average number of work hours per week, project
timeline, work and employer conditions, and student care responsibility and lability
insurance requirements. Execution of the written agreements and employment
provisions constitutes compliance with federal requirements; therefore, this finding is
not repeated.
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07-16

07-17

07-18

STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
PRIOR FINDINGS NOT REPEATED (STATE)
Year Ended June 30, 2007

During the prior period, the University failed to timely cancel University telephone
calling cards, fuel PINs and network access upon employee separation. (Finding Code
No. 06-2}

During the current examination period, the error rate for failure to timely cancel
University telephone calling cards for separated employees significantly decreased (2%)
at both the Carbondale and Edwardsville campuses. In addition, fuel PINs were issued
only to current employees of the University, except for one instance for which the
University provided a reasonable explanation. Network access deficiencies were
reported in the immaterial letter. As a result, this finding is not repeated.

During the prior period, the University failed to follow its written policies for P-card
purchases related to siringing of successive purchases from the same vendor and
purchases of telecommunication equipment by P-card. (Finding Code No. 06-3)

During the current examination period, the University changed its policy to allow for
telecommunication equipment purchases by P-card. Also, while additional instances of
P-card stringing were noted, the University’s internal controls did detect these policy
violations. Therefore, the finding has been downgraded to immaterial status and is
reported as immaterial finding IM07-6.

During the prior period, the University failed to comply with a provision of the Illinois
Procurement Code for Contracting. (Finding Code No. 06-5)

During the current examination period, no further instances of noncompliance were
noted subsequent to the notification of the University of the prior year finding and
controls have been enhanced in response to that finding. As a result, this finding is not
repeated.
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS SUMMARY
Year ended June 30, 2007

U.S. Department of Education

U.S. Department of Commerce

U.S. Department of Health and Human Services
National Science Foundation

U.S. Environmental Protection Agency

- U.S. Department of Defense

US. Department of Agriculture

U. S, Department of Energy

U.S. Department of the Interior

U.S. Department of Transportation

National Foundation on the Arts and the Humanities
Corporation for National and Community Service
U.S. Department of Justice

U.S. Small Business Administration

U.S. Department of Housing and Urban Development
U.S. Department of Labor

U.S. Postal Service

National Endowment for the Arts & Humanities
U.S. Department of State

CIES-Fulbright

National Aeronautics and Space Administration
Library of Congress

National Archives and Records Administration
Corporation for Public Broadcasting

TOTAL FEDERAL GRANTS AND CONTRACTS

Federal Expenditures

Carbondale Edwardsville Total

$ 21,699,227 $ 10,541,501 §$ 32,240,728

1,287,508 189,356 1,476,864
16,153,346 10,322,976 26,476,322
2,918,789 728,256 3,647,045
68,406 148,801 217,207
1,667,841 63,720 1,731,561
1,636,722 1,082,004 2,718,726
857,243 583,459 1,440,702
972,275 367,927 1,330,202
800,431 7,609 808,040
248,864 - 248,864

- 720,298 720,298

61,878 - 61,878

- 338,882 338,882

61,002 15,757 76,759
179,854 - 179,854
- 4,724 4,724

- 169,962 169,962

167,392 - 167,392

- 5,230 5,230

47,766 - 47,766
231,677 112,820 344 497
5,781 - 5,781

- 14,664 14,664

$ 49,066,002 $ 25,407,946 $ 74,473,948

Immaterial differences between the above summaries and the following Schedules of

Expenditures of Federal Awards are due to rounding
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year ended June 30, 2007

NOTE A - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of Southern Illinois University (the “University”) and is presented on the accrual
basis of accounting. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Therefore, some amounts presented in this schedule may differ from

amounts presented in, or used in the preparation of, the basic financial statements.

NOTE B - STUDENT LOAN PROGRAMS ADMINISTERED BY THE UNIVERSITY

The University administered the following federal loan programs during the year ended

June 30, 2007:

Perkins Loan Program CFDA #84.038
Outstanding balance, July 1, 2006

Additions:
Interest income
Decrease in provision for notes receivable

Contributions:
U.S. Government
University - General funds
Total contributions

Total additions

Deductions:
Loans canceled or written-off, net
Administrative charges
Increase in provision for notes receivable
Total deductions

Qutstanding balance, June 30, 2007

Carbondale Edwardsville Total

$ 15,383,194 $ 2,084,370 $§ 17,467,564
159,617 53,693 213,310
126,323 39,535 165,858
285,940 93,228 379,168
209,134 160,048 219,182
154,069 - 154,069
363,203 10,048 373,251

$ 15,305,931 $ 2.167.550 $ 17473481
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STATE OF ILLINOIS

SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year ended June 30, 2007

NOTE B - STUDENT LOAN PROGRAMS ADMINISTERED BY THE UNIVERSITY

{Continued)
Carbondale Edwardsville Total
Nursing Student Loan Program CFDA #93.364
Qutstanding balance, July 1, 2006 $ - % (16260) $  (16,260)
Additions:
Interest income - 1,017 1,017
Total additions - 1,017 1,017
Deductions:
Loans canceled or written off, net - 477) (477)
Refund to grantor - - -
Total deductions - {477} {477}
Outstanding balance, June 30, 2007 $ - 0§ (14766) 3  (14.766)
Health Professionals Loan Program
CFDA #93.342
QOutstanding balance, July 1, 2006 . $ 1,520,932 $ 241,202 $ 1,762,134
Additions:
Contributions - - -
Interest income 65,874 1,849 67,723
Decrease in provision for notes receivable 2,885 - 2,885
QOther 540 - 540
Total additions 69,299 1,849 71,148
Deductions:
Loans canceled or written off (net) - {8,903) (8,903}
Refunds to grantor 128,914 - 128,914
Increase in provision for notes receivable - - -
Contractual services - Primary Care Loan - - -
Total deductions 128,914 {8,903} 120,011
Outstanding balance, June 30, 2007 $ 1461317 $ 251,954 §_1,713.271
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2007

NOTE B - STUDENT LOAN PROGRAMS ADMINISTERED BY THE UNIVERSITY
{Continued)

Carbondale Edwardsville Total

Disadvantaged Student Loan Program

CFDA #93.342
Cutstanding balance, July 1, 2006 $ 181449 3 742§ 182,191
Additions:
Interest income 2,167 33 2,200
Other 15 - 15
Total additions 2,182 33 2,215
Deductions:
Refund to grantor - - -
Increase in provision for notes receivable 4,031 - 4,031
Nonmandatory Transfer-Out - - -
Total deductions 4,031 - 4,031
QOutstanding balance, June 30, 2007 $ 179600 § 775 $ 180,375

The above deductions include disbursements and expenditures such as loans to students
and administrative expenditures.

NOTE C - FEDERAL DIRECT STUDENT LOAN PROGRAM CFDA #84.268:

During the fiscal year ended June 30, 2007, the University processed the following amounts
of non-cash federal awards in the form of loans under the Federal Direct Student Loan
Program (which includes Stafford Loans, Parents” Loans for Undergraduate Students, and
Supplemental Loans for Students):

Carbondale Edwardsville Total
Year ended June 30, 2007 § 79,981,149 $ 43863.194 $ 123844343
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2007

NOTE D - MAJOR PROGRAMS

The following federal program expenditures comprise major program expenditures under
OMB Circular A-133 for the year ended June 30, 2006. (Major programs are indicated in the
Schedule of Expenditures of Federal Awards by (1), (2), (3) or (4)).

Carbondale  Edwardsville Total

{1) Student Financial Aid Cluster $ 18,096,649 $ 7929222 $ 26,025,871

{2) Research and Development Cluster 17,614,698 3,111,434 20,726,132

(3) Head Start Program 3,130,052 0,763,483 12,894,435

(4) TRIO Cluster 866,041 1,650,166 2,516,207
Total major program

expenditures 39,708,340 22,454,305 62,162,645

Other program expenditures 9,357,662 2,953,641 12,311,303

Total federal expenditures 4 002 §$ 25407946 § 74,473.948

As part of the Student Financial Aid Program, Southern Iilinois University administers loan
proceeds under the Perkins Loan Program (as described in Note B} and the Federal Direct
Student Loan Program (as described in Note C).

NOTE E - SUBRECIPIENTS

Of the federal expenditures presented in the Schedule of Expenditures of Federal Awards,
the University provided federal awards to subrecipients as follows:

Federal CFDA Amount Provided
Program Title Number to Subrecipients
Carbondale:
Grants for Agricultural Research,

Special Research Grants 10.200 $ 30519
Grants for Agricultural Research 10.206 20,648
U.S. Department of Commerce 11. Unknown 50,000
U.S. Department of Defense 12 WO12HZ04C0023 16,152
U.S. Department of Defense 12, W912HZ04C0024 39,430
U.S. Department of Defense 12. W912HZ04C0025 7,557
U.S. Department of Defense 12. W912HZ04C0026 41,080
U.S. Department of Defense 12. W912HZ04C0028 71,167
U.S. Department of Defense 12. W912HZ04C0031 54,166
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2007

NOTE E - SUBRECIPIENTS {Continued})

Federal CFDA Amount Provided
Program Title Number to Subrecipients
Wildlife Restoration 15.611 14,428
WIA Adult Program 17.258 49,100
Incentive Grants-WIA 17.267 28,281
Educational Exchange
Fulbright American Studies Institutes 19.418 42,489
Biclogical Sciences 47.074 51,555
Social, Behavioral, and Economic Sciences 47.075 69,107
U.S. Department of Energy 81 DE-FC26-98FT40028 14,884
Centers for Disease Control and Prevention-
Investigations and Technical Assistance 93.283 25,000
Family and Community Violence
Prevention Program 93.910 130,357
Rural Health Care Services Cutreach and
Rural Health Network Development Prog.  93.912 571,549
Subrecipients - Carbondale 1,327
Federal CFDA Amount Provided
Program Title Number to Subrecipients
Edwardsville:
Engineering Grants 47.041 % 10,965
Education and Human Resources 47.076 63,528
Science to Achieve Results (STAR}) 66.509 92,782
Special Education-State Grants 84.027 82,155
Head Start 93,600 350,414
Americorps 94.006 239,561
State Energy Program Special Projects 81.119 64,087
- Subrecipients - Edwardsville $ 903492

NOTE F ~- NON-CASH ASSISTANCE AND FEDERAL INSURANCE

During the year ended June 30, 2007, the University received no non-cash assistance, except as
disclosed in Note C. Also, there was no federally funded insurance in effect during the year
ended June 30, 2007.
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STATE OFILLINQIS
SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2007

NOTE G - RATIOS OF FEDERAL EXPENDITURES TO TOTAL UNIVERSITY EXPENDITURES

Carbondale Edwardsville Total
Amount Percent Amount Percent Amount Percent
Total Federal expenditures $ 49066002 8.68% $ 25,407,946 11.26% $ 74,473,948 G41%
Nonfederal funds* 516,455,152 9132 200,290,854 88.74 716,746,006 90.58

$ 565521154 __10000% $ 225698800 __100.00% $ 791,219,954 _100.00%

* Nonfederal funds are calculated by taking “Total Operating Expenses” for the University on the Statement of
Revenues, Expenses, and Changes in Net Assets and deducting the amounts relating to Federal expenditures and the
Office of the President and University Wide Services.

Breakout of Major and Nonmajor Programs

Carbondale Edwardsville Total
Amount Percent Amount Percent Amount Percent
Major programs $ 39,708,340 80.93% $ 22454305 88.38% $ 62,162,645 83.47%
Nonmajor programs 9,357,662 19.07 2,953,641 11.62 12,311,303 16.53

Total federal expenditures $_49066002 _100.00% $ 25407946 _ 10000% $§ 74473948 _100.00%
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